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Ki effects of the expanding defense program on the 
District economy have become more apparent in 
recent months. Though business activity and production 
rose during the second half of 1950, the direct effects of 
increased military activity on the District economy were 
relatively minor. At present, however, the response of 
the economy to the currently increased pace of the de- 
fense establishment in letting contracts and the conse- 
quent greater activity of producers are becoming more 
evident. The large volume of military contracts awarded 
to firms in this District, changes in the labor market, and 
the expansion of military facilities within the District are 
indications of the extent to which the District economy 
has been influenced by the defense program. A problem 
for the near future in both the District and the United 
States is the fact that the use of metals for consumer dur- 
able goods is being made subject to increasing restriction. 
So far, however, few shortages have been caused by the 
growth in defense production, except for some unusually 
rare raw materials. Moreover, up to the present that pro- 
duction has been added to the existing level of civilian 
production, except for residential building where civilian 
activity has declined. 

District industry received disproportionate 

share of prime contract awards 


From the beginning of the current defense procure- 
ment program precipitated by the start of the war in Ko- 
rea last June 25, defense contracts awarded to prime con- 
tractors through the end of February this year totalled 
$11.2 billion throughout the nation. Almost 21 percent 
of these contract awards were to firms located within the 
Twelfth District. Yet in 1947 the District’s contribution 
to total value added by manufacture in the United States 
amounted to only 8 percent. 


A substantial portion of these contracts—roughly esti- 
mated at 40 percent—is concentrated in aircraft and 
aircraft accessories. Data issued by the Munitions Board 
do not show points of actual manufacture, but informa- 
tion available from other sources indicates that a high 
proportion of airframe construction is being completed 
in plants within this District. Subcontracts for jet and 
reciprocating engines, as well as half the electronic equip- 
ment required are being let to plants outside the District. 


While aircraft procurement is the largest single item 
in the contract awards, very substantial amounts are be- 
ing spent by the various defense agencies for a wide range 
of other District products. Lumber, plywood, food, trans- 
portation equipment such as lumber carriers and heavy 
trucks, machinery, fabricated metal products, and some 
items of military clothing have figured materially in the 
$2.3 billion in contracts so far let in this District. The 
District shipbuilding industry, which assumed a leading 
position in World War II, has not been affected by the 
current military build-up and, aside from some minor 
sums spent last summer on demothballing and reconver- 
sion, operations remain very close to a post-World War 
IT low level. Naval shipyards, however, are considerably 
more active because of increased fleet operations in Pa- 
cific waters. 


Labor supply has presented no severe problem 
but considerable tightness forecast 


The manpower requirements imposed on the District 
economy by the defense effort have so far failed to cause 
any severe problems. The induction program, begun 
shortly after Korea, which resulted in the calling up of 
many reservists, individually and in large groups, did 
create some problems but for the most part these proved 
transitory in nature and were quickly solved. The present 
program appears also to be causing no great concern. 
Most of those in the labor force that are subject to call are 
quite young and not possessed of any specialized critical 
skills. Involuntary inductions into the armed services have 
been sharply reduced in recent months, owing partly to a 
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favorable level of voluntary enlistments which tend to be 
less disruptive to industry. 

Employment generally has risen sharply throughout 
the District. Total nonagricultural employment in April 
was approximately 10 percent ahead of the same month a 
year ago. Gains in manufacturing employment, which in- 
creased by somewhat more than 20 percent over the same 
period, account for most of the total increase. In Cali- 
fornia, for example, 136,000 workers were added to man- 
ufacturing payrolls from April 1950 to April this year, 
with 40 percent of the increase occurring in the aircraft 
industry alone. Most of the remaining workers added to 
payrolls in California were hired by four other industries 
—machinery, fabricated metal products, primary metal 
products, and electrical machinery. A similar pattern 
could be cited for other areas of the District, particularly 
in Washington where considerable aircraft manufacture 
is concentrated. Oregon’s nonagricultural employment in 
mid-May was estimated to be higher than in any other 
mid-May, surpassing the previous peak established in 
May 1948. 

As a consequence of this rapid employment advance, 
unemployment is at a very low level throughout the Dis- 
trict. Insured unemployment in April in the San Fran- 
cisco Bay region was 61 percent less than in April 1950. 
In Washington, insured unemployment declined by some 
13,000 workers from mid-March to mid-April and is now 
at a level not greatly in excess of the low level attained 
during the years of peak activity in World War II. In 
Utah, the Ogden office of the State Employment Service 
reports a ratio of unemployed to labor force of 114 per- 
cent. This unemployment trend, combined with the nor- 
mal seasonal increase in nonagricultural employment over 
the next several months, indicates that there will be little 
slack in the labor market when peak levels of activity are 
reached later this year, especially with respect to skilled 
and semi-skilled occupations. In the San Jose area of 
California, for example, employment is expected to in- 
crease by some 30 percent in the next three months. Gains 
in excess of 5 percent are expected in Tacoma, Washing- 
ton, and in San Francisco and San Diego in California. 


Materials supply proves adequate thus far 

The supply of materials for the defense effort has been 
adequate thus far in the procurement program. There was 
considerable tightness in materials markets around the 
turn of the year, owing in part to speculative inventory 
accumulation and hoarding rather than any real physical 
shortage, but the situation has eased in the past month or 
two. This situation might change considerably when the 
rate at which defense goods are produced is stepped up 
as envisaged for the next fiscal year starting July 1, 1951. 

Some shortages have appeared from time to time in 
specific markets and for relatively short periods of time. 
At the moment, for example, there is an acute shortage 
of sacked cement in the northern California area as a 
a result of heavy shipments from this area to several large 
military construction projects underway in Alaska and 


May 1951 


Hawaii and heavy public works and military programs 
underway in several areas of the District. Certain special 
metal alloys in very small quantities are hard to obtain, 
principally because defense contractors sometimes cannot 
use the minimum amount which can be produced eco- 
nomically. Information available from various sources 
indicates that up to the present these shortages have been 
oddities. 

Defense plant construction not unusually 

large in the District 


Construction of new plants for defense purposes does 
not appear to be unusually large in the District, though 
a few very large projects are underway. The Atomic 
Energy Commission is constructing facilities in several 
places in the District. A large tank plant is to be built in 
the San Jose area of California. A number of other plants 
are being expanded and an idle magnesium plant may be 
reactivated. A relatively small proportion of the acceler- 
ated amortization certificates issued thus far for the na- 
tion as a whole have been issued in this District. 

It should be recalled, however, that substantial facili- 
ties already exist in this District which can be utilized for 
defense production purposes. In some industries, such as 
steel, output will have to be diverted from civilian uses. 
On the other hand, output in the airframe industry can be 
stepped up to take advantage of facilities which have not 
been fully utilized. An active shipbuilding program would 
result in the use of facilities which are now idle. Also, 
numerous District industries have plans for major expan- 
sions and in most cases these expanded facilities can be 
used almost equally well for either military or civilian 
goods output. 


Extensive expansion of military facilities noted 


A large number of military installations in the District 
are being expanded considerably and new installations 
with an impact upon the District economy are being con- 
structed in Alaska. Some of the major projects in the Dis- 
trict states include: reconversion and expansion of a for- 
mer U. S. Navy Sea Bee base in northern California into 
an Air Force reception center; expansion of the Army 
proving ground at Dugway, Utah; and expansion of the 
Air Force base at Muroc Dry Lake. Many other projects 
are underway or are to be started in the near future and 
their major impact on the economy of the District will not 
be felt until after mid-year. 


Non-defense construction continues at high level, 
though residential building declines 


Plant and equipment expenditures for civilian purposes 
are at a record level in most areas of the District. The de- 
cline in commercial construction that has been evident 
since February, when NPA restrictions were applied, has 
been offset by an increase in industrial construction. 
Available building permit data show a steady over-all 
level of activity, owing principally to the increased indus- 
trial construction and a continuing high volume of public 
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BUSINESS INDEXES—TWELFTH DISTRICT: 
(1935-39 average — 100) 
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BANKING AND CREDIT STATISTICS—TWELFTH DISTRICT 
(amounts in millions of dollars) 
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construction. The school building program in many Dis- 
trict states is still far from filling basic needs and a con- 
tinuing high level of activity is indicated for some time in 
the future. Construction of large water storage and con- 
trol facilities in several areas of the District will also serve 
to keep the level of public construction high for some time. 

Housing starts have declined substantially in recent 
months in most areas of the District. The decline is at- 
tributed chiefly to recent changes in the money markets 
combined with credit restrictions issued by the several 
agencies concerned with residential construction credit. 
Rising yields on Government securities have made low- 
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rate Government insured or guaranteed mortgages rela- 
tively unattractive to the large buyers of home mortgages 
and have tended to dry up the supply of funds for residen- 
tial construction. The decline of Government securities 
below par has also made institutional and other large hold- 
ers of Governments reluctant to sell their securities at a 
loss in order to gain funds for home mortgage purchases. 
These factors as well as the slackening in sales of new 
houses in the past month or two have caused builders in 
the home construction field to revise their projected levels 
of future activity downward. All available indicators point 
to declining home construction for the rest of the year. 


OWNERSHIP OF DEMAND DEPOSITS—TWELFTH DISTRICT 


| igen the high rate of business borrowing as 
well as larger incomes in 1950, demand deposits of 
individuals, partnerships, and corporations in the Twelfth 
District increased 9 percent during the year ended Janu- 
ary 31, 1951, according to the Federal Reserve System’s 
annual survey. A 26 percent increment in demand de- 
posits of manufacturing and mining enterprises was the 
most striking year-to-year gain in a consistently upward 
trend for most major types of Twelfth District depositors. 
The national experience was similar: total business and 
personal deposits were up 7 percent, led by an 11 percent 
increase for manufacturing and mining concerns. The 
general expansion of demand deposit holdings was in 
sharp contrast to the static situation which characterized 
the previous 12-month period. 


Business deposits up sharply 


Deposits of Twelfth District businesses, both financial 
and nonfinancial, increased about 12 percent during the 
year. In the case of financial businesses, the gain took 
place despite an 8 percent drop in accounts of insurance 
companies. The substantial increase in balances of manu- 
facturing and mining firms was apparently concentrated 
in the larger accounts ; those of $25,000 and over rose by 
30 percent, while the smaller accounts as a group gained 
only 9 percent. A heavy volume of sales at rising prices 


Percent CHANGES, JANUARY 1950-JanuARY 1951, 1x DEMAND 
Deposits oF INprvipvALs, PARTNERSHIPS, AND CoRPORATIONS— 
District 


Type of holder 
Manufacturing and mining 
Retail and wholesale trade 
Other nonfinancial 


1 Nonprofit associations, foreign deposits, and trust funds of banks. 


during 1950, plus borrowing for capital expansion, evi- 
dently combined to swell the accounts of the larger manu- 
facturers. Retail and wholesale merchants’ deposits were 
9 percent above the level of January 1950, indicating that 
heavy sales receipts and probably funds borrowed for in- 
ventory buying more than offset actual outlays for pur- 
chases of goods and other purposes. It may be remarked 
that the January 31 survey measured retailers’ checking 
accounts at the climax of the second consumer scare-buy- 
ing spree since the start of the Korean war. Twelfth Dis- 
trict public utilities, including transportation and com- 
munications enterprises, increased their demand deposits 


Estrmatep DistrrsuTion By OWNERSHIP oF DEMAND Deposits or INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS, 
Distaicr AND UNITED STATEs, on Serecrep Dates 1948-51 


Type of holder 
Manufacturing and mining 
Retail and wholesale trade 
Other nonfinancial 
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5 percent, while deposits of other nonfinancial businesses 
—-such as construction and services—declined. 

In the country as a whole, total business deposits in- 
creased 8 percent, reflecting gains of 11 percent for manu- 
facturing and mining, 4 percent for retail and wholesale 
trade, and 9 percent for financial businesses. 


Individuals’ balances gain moderately 


Nonfarm personal demand deposits at Twelfth District 
banks rose 7 percent during the year ; nationally, the in- 
crease was 6 percent. Farmers’ accounts increased 3 per- 
cent in the country as a whole, but did not change signifi- 
cantly in the Twelfth District. Farm income dropped in 
the first half of 1950, but started to rise again after farm 
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prices were stimulated by the increase in demand asso- 
ciated with the Korean war. 

The 5 percent increase in personal accounts of Twelfth 
District depositors obscures a wide variation in the be- 
havior of accounts of different sizes. Accounts of $25,000 
and over expanded by 17 percent, those of $10,000-25,000 
gained 6 percent, while accounts under $10,000—which 
comprise about two-thirds of the dollar value of all per- 
sonal deposits at Twelfth District banks—increased only 
2 percent. 

The residual category of demand deposit holders— 
nonprofit associations, foreigners, and trust funds of 
banks—shrank slightly in the Twelfth District but in- 
creased 6 percent in the nation. 


es banking continues to grow in importance in 
the Twelfth District. At the end of 1950, 41 addi- 
tional banking offices were in existence. Thirty-two of 
these were newly-established branches of existing banks 
and nine were new unit banks. Sixteen former unit banks 
became branches of existing banks. These 16 plus the 32 
newly-established branches made a total of 48 additional 
banking offices of branch banking systems. The number 
; of banks (both unit banks and branch systems) declined 
‘ by 7 from the 523 in existence at the end of 1949. Ten unit 
| banks became branch systems for the first time during 
1950, and two former branch banks were absorbed. At 
the end of 1950, the 97 branch banks in the Twelfth Dis- 
trict were operating 1,343 branches. These plus the unit 


Numser or Branch BANKS—TweE District 
December 31, 1949 and 1950 


he —ber— -——banks—, 
1950 1949 1950 1949 1950 1949 1950 1949 
27 23 «19 908 887 SO 45 
a 4 6 89 8 12 9 
9 4 120 0 

Twelfth District . 37 1,213 


1 Includes 9 Eleventh branches of Twelfth District banks. 
q P * Includes 4 Eleventh District branches of Twelfth District banks. 
q . * Includes 3 out-of-state branches. 
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CHANGES IN BANKS AND BRANCHES—TWELFTH DISTRICT, 1949-50 


Numper ANp Assets or ALL BANKS—TwWeELrtH District 
December 31, 
(assets in thousands) 


All banks ———Meember banks - 


1950 1949 1950 1949 1950 1949 1950 1949 1950 1949 1950 1949 1950 1949 

8 7 $ 436,469 381,930 4 4 $ 374,988 330,082 4 $ 61,481 $ 51,848 85.9 86.4 
California’ ........ 209 213 15,326,690 $75 120 119 ,009, 024,266 89 94 1,317,622 1,261,309 91.4 91.2 
INO 43 43 469,540 2,536 24 «25 0,4 389,590 19 #18 69,056 62,946 85.3 86.1 
Nevada .......++.- 8 8 190,878 iy 1902 6 6 173,915 162,121 2 2 16,963 14,781 91.1 91.6 
72 «72 1,538,768 1,384,993 30029 1,382,262 1,251,691 42 43 156, 133,302 89.8 90.4 
Sere 5S 55 632,207 601,653 3131 538,375 507,837 24 «24 93,832 3,816 85.2 84.4 
Washington ....... 121 125 2,352,192 2,229,502 $2. $3 1,975,402 1,863,279 69 72 376,790 366,223 84.0 83.6 
Twelfth District ... 516 523 $20,946,744 $19,513,091 267 267 $18,854,494 $17,528,866 249 256 $2,092,250 $1,984,225 90.0 89.8 


banks gave residents of the District a total of 1,859 bank- 
ing offices (both unit and branch) in which to do their 
banking. 

Assets in all active banks in the District increased from 
$19.5 billion at the end of 1949 to $20.9 billion in 1950 
with increases in all states. Branch bank assets accounted 
for 86.6 percent of the total assets of all banks in the Dis- 
trict in 1950, compared to 85.9 percent in 1949. 

Of the 16 banks absorbed during 1950, 5 were mem- 
bers of the Federal Reserve System; and 5 of the 9 new 
banks established (1 in Arizona, 5 in California, 1 in 
Oregon, 1 in Idaho, and 1 in Washington) are member 
banks. Slightly over half the banks in the District are 
members of the Federal Reserve System, yet they oper- 
ate 82 percent of all District banking offices and hold 90 
percent of all bank assets. 


Assets oF Member AND NoNMEMBER Branco BANKS— 
TwerrH District, DecemBer 31, 1949 ann 1950 


(in thousands) Branch 

bank as 
percent of 
Member all bank } 

branch banks-——,, 7——branch banks——.. -——assets— 

1950 1949 1950 1949 1 1949 | 
eatews 367,787 $ 324,098 $ 55,442 $ 49,363 97.0 97.8 
California .... 12,897,388 11 922.3 54 839,0 813 89.1 i 


2 9 6,860 40. 
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Twelfth 
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Le decline in the importance of waterborne trade has 
caused increasing concern along the Pacific Coast. 
This concern is not of recent origin ; in fact it dates back 
to the early ‘thirties. In the 1930's, however, the decline 
in waterborne trade reflected for the most part the gen- 
eral stagnation of world trade arising from world-wide 
depression plus the stifling effect of trade restrictions. 
Therefore, the decline in international trade during this 
period was in large part the result of abnormal conditions. 
The decline in coastwise and intercoastal trade, however, 
was a result not only of the depression but also of more 
permanent factors, particularly the competition of other 
types of carriers. 


During the last war the facilities of our ports were 
strained to the limit in maintaining the flow of men and 
materials in support of the Pacific phase of the war. Since 
the war, the scene has changed from one of large num- 
bers of ships anchored in our harbors awaiting berthing 
assignments to one of relative inactivity with empty 
berthing facilities. As in the case of other “war boom” 
industries, the contrast has made it very difficult to ac- 
cept peacetime levels of activity. Even the casual observer 
not directly concerned with the shipping industry has 
recognized that all has not been going well along our 
waterfronts, and that an industry which has been of major 
importance throughout the history of the West is very 
much in need of overhauling. 


Postwar concern over the decline in Pacific Coast ship- 
ping has been made more acute by the fact that the peace- 
time waterborne trade of the United States as a whole 
has been flowing in record volume. While the nation’s 
waterborne trade has kept step with increasing peacetime 
production, the Pacific Coast’s trade has not. The most 
commonly offered explanation is that the Atlantic and 
Gulf Coast ports have been gaining trade at the expense 
of Pacific Coast ports because of more aggressive trade 
promotional activities. 

Despite frequent expressions of concern over the state 
of our waterborne commerce, very little has been done in 
the way of actual analysis of the situation. The competi- 
tion from other port areas has been stressed and little 
effort has been made to uncover other possible contribu- 
tory factors. It is true that a number of excellent studies 
have been undertaken, either by or for private shipping 


Growing Importance of U. S. Foreign Trade 


The United States is much less dependent upon foreign 
trade than are most other industrialized countries of the 
world. Although foreign trade constitutes a relatively 
small fraction of total economic activity of the United 
States, such a comparison obscures the fact that particu- 
lar industries are dependent upon export markets. Per- 
haps even more important is the fact that a very large part 
of our total production would be impossible without for- 
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interests, but these studies have not been widely circu- 
lated and their terms of reference have for the most part 
been limited to particular problems or trade routes. 


This article will attempt to overcome this deficiency to 
some extent. It is concerned only with the ports of Cali- 
fornia, although many factors which must be considered 
in a discussion of the waterborne trade of California are 
also relevant to Pacific Northwest ports. A subsequent 
article will be devoted to the waterborne trade of the Pa- 
cific Northwest ports. 


It should be noted at the outset that this study will be 
concerned only with waterborne trade. Exports of Cali- 
fornia products by land carrier for ultimate shipment 
abroad through other customs districts are not included 
in California’s trade. Similarly, imports of foreign goods 
into California through other customs districts are not 
included.* Although such shipments admittedly affect 
California’s economic activity, the statistics concerning 
them are quite incomplete. Such omissions, however, are 
not a serious limitation on the present study which is con- 
cerned with the total trade of California ports rather than 
with foreign trade as such. Furthermore, the major part 
of California’s foreign trade is waterborne. 

Waterborne trade of California ports may be divided 
into three principal classifications : foreign, domestic, and 
intransit. These types of trade will be considered in that 
order. 

Although total United States foreign trade has in- 
creased substantially in the postwar period, the share of 
this trade handled through California ports has declined. 
Several factors have contributed to this relative decline. 
They are of two types: first, the general factors in the 
world economy which have had broad effects on the for- 
eign trade of the United States but have had particularly 
strong effects on the trade of California ports; and sec- 
ond, special factors which relate primarily to internal 
problems of these ports. 

Many of these same factors also affect intransit and 
domestic waterborne trade. There are, however, addi- 
tional problems which will be considered in discussing 
these other types of trade. 


Following this more general analysis are sections con- 
taining specific data on the trade of California's two ma- 
jor customs districts—Los Angeles and San Francisco. 


eign sources of critical materials. Furthermore, as our 
economy grows we can expect the volume of foreign trade 
to grow, particularly as it becomes necessary for us to 
supplement on an increasing scale our domestic supplies 


‘Statistics of California’s waterborne foreign trade cited in this article in- 
clude all commercial vessel ship laden or unladen at California ports. 
Waterborne exports, in addition to including products originating in Cali- 
fornia, also include goods transshipped to California from other sections of 
the country for shipment abroad, and waterborne imports include goods 
destined for other parts of the nation in addition to goods which will re- 
main in California. 
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of vital raw materials. This trend has been clearly evident 
in the postwar period in the case of such commodities as 
petroleum, copper, iron ore, and wood pulp. 

The rapid expansion of the value of our peacetime pro- 
duction since before the war is illustrated by the fact that 
our gross national product was over three times as large 
in 1950 as in 1938, increasing from $85 billion to $280 
billion. The increase in value of our foreign trade, how- 
ever, has been even greater. The value of total foreign 
trade was almost four times as large as in 1938, amount- 
ing to $19 billion in 1950 compared with $5 billion in 
1938. Imports rose from $2 billion in 1938 to an all-time 
high of nearly $9 billion in 1950. Exports, despite a de- 
crease from the peak postwar year of 1947, amounted to 
more than $10 billion, over three times the 1938 figure of 
$3 billion. 

While the increase in the value of our foreign trade is 
to a large extent the result of price increases’, substantial 
gains also occurred in terms of volume or actual weight. 
Total trade by volume in 1950 was 70 percent above 1938 ; 
imports increased 175 percent and exports 8 percent. 


The declining share of California ports in 
United States foreign trade 


Pacific Coast ports have a time and distance advantage 
over other United States ports with respect to the trading 
nations of the Pacific, and in particular the Far East which 
has always accounted for an important part of total Uni- 
ted States trade. Therefore, to the extent that trade with 


the Far East follows the trend of total trade, California 
ports should be able to obtain at least a fair share of any 
increase in total United States trade. However, this has 
not been the case. United States trade with the Far East 
has not closely followed the trend of total United States 
foreign trade nor has the total trade of California ports 
kept pace with the increasing national total. 

The deterioration of California’s foreign trade position 
relative to the national trend has reflected a slower rate 
of increase in the value of trade and an absolute drop in 
the tonnage handled. While the value of total United 
States trade increased fourfold from 1938 to 1950, the 
value of the foreign trade of the San Francisco customs 
district increased only threefold and that of the Los An- 
geles district only twofold. In terms of actual tonnage the 
picture is even less favorable. Though total United States 
tonnage in 1950 was 70 percent above 1938, tonnage han- 
died by California ports declined 37 percent from the 1938 
level. California’s export tonnage was 50 percent below 
the prewar level, compared with the national increase of 8 
percent, and the 68 percent increase in California's import 
tonnage fell far short of the 175 percent rise in the coun- 
try as a whole. 

In terms of shipping weight, California’s waterborne 
foreign exports decreased from 17.4 percent of total Uni- 
ted States foreign trade in 1938 to 9.0 percent in 1950, 
* Similarly, increases in the value of 

increases. If change changes in the value 
dollars, tional product incr 
1939 to $153.0 billion in 1950. 


while at the same time imports declined from 3.8 percent 
to 2.4 percent. In terms of value, California’s share of 
total United States exports decreased from 9.3 percent 
in 1938 to 5.1 percent in 1950, and her share of imports 
from 5.4 percent to 3.0 percent. 


Foreign aid and military 
shipments 


Before examining the causes of the decrease in Califor- 
nia’s share in the nation’s foreign trade, reference should 
be made to one qualifying factor : the statistics cited thus 
far have not included certain foreign aid shipments and 
military shipments. For the most part this study will be 
concerned with commercial waterborne foreign trade, in- 
cluding shipments under our Government’s foreign aid 
programs that were made on commercial vessels. How- 
ever, for those who are concerned with the total amount 
ot California port activity regardless of its type, some ref- 
erence must be made to these other types of shipments. 


Foreign aid shipments that have been made on United 
States Department of Defense controlled ships have not 
been included in this analysis.’ Value figures for these 
shipments are not available, but on a tonnage basis they 
constituted 12 to 14 percent of California’s total exports 
in 1948 and 1949 and only 8 percent in 1950. Conse- 
quently, even if these shipments were added to regular 
commercial exports, this would offset only a small part 
of the postwar decline in California’s export tonnage. It 
should be noted, however, that foreign aid shipments on 
Government-controlled ships have been much more im- 
portant to the San Francisco customs district than else- 
where in California ; 87 percent of such California ship- 
ments in 1950 were handled by this district and consti- 
tuted 11 percent of its total exports. 


Because of the unavailability of data very little can be 
said about military shipments from California ports.’ 
Again, San Francisco Bay ports are the center for military 
shipments to the Far East. During World War II, impor- 
tant military shipping facilities were built or expanded in 
the Bay Area, particularly the Oakland Naval Supply 
Depot, Oakland Army Base, and Fort Mason in San 
Francisco. These facilities were pressed into increasing 
use during 1950 as a result of the outbreak of armed con- 
flict in Korea and undoubtedly have had an important 
effect in increasing port activity in the area. Not only was 
employment provided in the ports themselves but, in addi- 
tion, according to reports of the Military Sea Transport 
Service, 81 percent of the military cargo shipped from the 
San Francisco area in the third quarter of 1950 was car- 
ried in commercial vessels under charter. 

the term “foreign aid shipments” includes only export 

po on vessels controlled by the United States Department of Defense 
(either U. S. Government vessels or vessels under charter to the Depart- 
ment of Defense). Any cargo under foreign programs not under the 
aes ae the Department of Defense is included in regular shipping sta- 


8 Tn thi this context, the term — ene includes all shipments on 
board ited Sta’ for of our 


countries. 
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Francisco Board of State Harbor Commissioners. 


While the omission of data on military shipments is 
serious with regard to the level of present port activities 
in California, it should be remembered that in comparing 
trends in California foreign trade with the national trend, 
military shipments have also been omitted from the na- 
tional totals. Furthermore, the inclusion of data on mili- 
tary shipments, were they available, would shed little light 
on the ability of California ports to conduct commercial 
trade under peacetime conditions, which, after all, should 
be the primary long-run consideration. 


General Factors Affecting California's 
Foreign Trade 


The postwar decline in California’s share of the na- 
tion’s foreign trade has been due in part to certain broad 
changes in the flow of world trade. These changes repre- 
sent what might be called general factors affecting Cali- 
fornia’s foreign trade ; for the most part they are beyond 
the control of Californians. Part of the decline has also 
been due to certain factors which are in a sense peculiar 
to California ports and over which the ports themselves 
have at least some control. These special factors will be 
discussed in a subsequent section. 


The emphasis on European recovery 


The decline in California’s share of United States for- 
eign trade may be partly explained by changes in the 
character of postwar foreign trade. After the war, the 
majority of the countries of the world were concerned 
with reconstruction and the re-establishment of political 
and economic stability. Various United States programs 
for aid to Europe and Asia have helped to maintain trade 
at higher levels than would have been possible in their 
absence. Owing directly and indirectly to the war, pro- 
duction in most parts of the world, particularly in Europe 
and the Far East, was at a very low level. Not only was 
production insufficient to produce the necessary exports 
to finance needed imports, and at the same time satisfy 
minimum domestic demands, but also additional large 
imports for reconstruction were necessary. The only 
country capable of supplying these needed imports during 
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the postwar period was the United States. However, 
foreign countries had no way of earning the necessary 
dollars to pay for these imports. The large-scale grants 
of dollars by our Government made it possible for these 
countries to obtain needed imports and were thus in large 
part responsible for the early recovery of world trade after 
the war. 

The major share of United States attention, however, 
was directed toward the rehabilitation of the European 
economy. This industrial continent is an important trad- 
ing partner, having accounted for more than one-third of 
our total foreign trade before the war. In view of its polit- 
ical importance as an outpost against communism, and its 
economic importance, it is not surprising that our largest 
single foreign assistance program, under the Economic 
Cooperation Administration, was directed primarily to- 
wards the countries of western Europe. 


California's trade with Europe 


This emphasis on European recovery was disadvan- 
tageous to California ports, since Atlantic and Gulf Coast 
ports naturally handle most of the United States trade 
with Europe. In contrast to the increase in United States 
—European trade, bolstered by ECA, California’s trade 
with Europe has dropped sharply.! The nature of Eu- 
rope’s problems after the war and the nature of the ECA 
program—providing for capital and consumer goods of a 
necessary nature—reduced European demand for Califor- 
nia exports, which in the past have been semi-luxuries or 
commodities for which alternative sources were available. 
The large shipments before the war of barley and dried 
fruit from California to the United Kingdom have been 
drastically reduced because of the dollar shortage, and 
only small amounts of some dried fruits have continued 
to go to Europe under the ECA program. Furthermore, 
since imports ordinarily enter through ports in which ex- 
port cargo is available, California's loss of waterborne 
exports to Europe has been accompanied by a decline in 
waterborne imports from Europe. 


1 For example, exports to the United Kingdom from the San Francisco 
toms district fell from 481 thousand short fons in Fang to 71 thousand 4 
1949, and to continental Europe, from 251 123 t 
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Recovery in Europe and a closer approach to conditions 
of balanced trade with the rest of the world seem to indi- 
cate that the future holds favorable prospects for a further 
expansion of United States—European trade. Present un- 
settled international conditions, however, indicate that 
development of normal commercial trade may be post- 
poned. The future of United States—European trade, in 
other words, depends upon the nature of shipments under 
the Mutual Defense Assistance Program and interna- 
tional developments. In the event that there is an improve- 
ment in the international situation and normal commer- 
cial trade is permitted to expand, California may well 
benefit. Under these conditions, the commodity composi- 
tion of United States—European trade will undoubtedly 
differ from the emergency trade which has so far charac- 
terized the postwar period, possibly to the advantage of 
California’s ports. 


Importance of the Far East in California trade 


One of the important underlying causes of the failure 
of California’s foreign trade to expand proportionately 
with that of the country as a whole during the postwar 
period is the dominant importance of Far Eastern trade 
to California ports. From 40 to 50 percent of the total 
trade (by volume and by value) of the San Francisco and 
Los Angeles customs districts has been with that area in 
both the prewar and postwar years." 

The fact that economic reconstruction and develop- 
ment in the Far East have been hampered by a complex 
of obstacles unequalled in any other trading area of the 
world has resulted, quite naturally, in a lower volume of 
trade for California ports. The postwar export shipping 
weight of California trade with that area has remained 
below prewar levels and only recently has the import 
volume equalled the prewar totals. An expansion of Cali- 
fornia’s foreign trade depends in large part upon an im- 
provement in economic and political conditions in the 
Far East. 


Obstacles to the recovery of trade 
with the Far East 


The many obstacles which have blocked the revival of 
trade with the Far East are well known and will be con- 
sidered only briefly. Uppermost have been political fac- 
tors. Since the end of World War II, political unrest in 
the Far East has resulted in actual armed conflict in 
China, Burma, Indo-China, Indonesia, Korea, Malaya, 
and the Philippines. Even in areas where armed conflict 
has not actually occurred there has been the constant 
threat of communist domination or infiltration which has 
been nurtured by economic and social unrest. Many for- 
* Since this discussion is concerned with waterborne fore ign commerce, it 

will be concerned primarily with the customs districts of Los Angeles and 
San Francisco. The third California customs one. San Diego, does not 
have sufficient waterborne foreign the totals; most 
of her foreign trade is border trade with ped by land carriers. The San 
Francisco customs district includes the ports of San Francisco, Oakland, 
Stockton, Sacramento, Richmond, Alameda, Redwood City, Eureka, Mon- 


terey, and other smaller ports along the shores of — Francisco Bay. The 
Los customs district i 
Port San 


Luis, 
California. 


mer dependent areas have received their independence 
and have had to contend with the many problems inci- 
dent to political and economic reorganization. These prob- 
lems have been complicated by a scarcity of skilled tech- 
nical and administrative personnel and a shortage of capi- 

tal for reconstruction and development. These countries 
include India, Pakistan, Burma, Indonesia, and the 
Philippines. 


Aside from the essentially political factors, the future 
of trade with the Far East depends on internal economic 
conditions in those countries. Greater diversification and 
rationalization are necessary in order to increase produc- 
tive capacity and thus increase the ability of the Far East 
to import and export. Unfortunately, however, the proc- 
ess of economic growth in underdeveloped areas often 
brings with it governmental policies which may act as a 
deterrent to the flow of trade. Import restrictions may be 
applied to encourage and protect infant industries. Ex- 
change controls may be intensified to prevent increases 
in income arising out of capital investment from resulting 
in increases in non-essential imports which might en- 
danger gold and foreign exchange reserves. In the long 
run, programs of development should result in an expan- 
sion of California—Far Eastern trade, but in the interim 
some reduction might take place, unless, of course, such 
programs are undertaken with the aid of dollar loans or 
grants. To the extent that these programs are under- 
taken with aid from non-dollar sources, as for example 
the use of sterling under the Colombo Plan, little imme- 
diate benefit will be derived by California ports. 

One final problem should be mentioned, a problem as 
old as the recorded history of Asia itself, namely, the 
population problem. The pressure of population upon the 
means of subsistence in Asia, always a major problem, 
has been accentuated in the postwar period by the diffi- 
culties of conducting normal trade and the failure of agri- 
culture in many areas to recover to prewar levels. Former 
food-surplus countries have become food-importing coun- 
tries and have thus increased the number of Asian coun- 
tries which must utilize valuable exchange for food and 
are thus unable to import the commodities and capital 
goods which are needed not only to restore agricultural 
production but also for other reconstruction and devel- 
opment. 


The future of trade with the Far East 


California—Far Eastern trade, already stimulated by 
the war in Korea and the defense mobilization program, 
should continue to expand in the immediate future. In 
the longer run, however, should armed conflict in the 
Orient be prolonged or should the conflict, which is now 
localized in Korea and Indo-China, spread to other coun- 
tries, a reduction in the flow of trade would undoubtedly 
result. Furthermore, if the conflict should spread, or for 
that matter continue at its present level, the resumption 
of normal commercial trade will be further postponed and 
the basic economic problems of the trading countries of 
the Far East will be intensified. 
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At present, however, the high level of United States 
demand for strategic raw materials, such as rubber, tin, 
vegetable fibers, wool, and ferro-alloys, which are pro- 
duced primarily in Southeast Asia and Oceania, can be 
expected to continue. California ports should be able to 
obtain a significant share of these imports. In addition, 
United Nations military operations in Korea have not only 
increased the flow of cargoes from the United States to 
the Far East, but they have also increased the demand for 
services and commodities within certain of the Far East- 
ern countries, notably Japan. The resulting increase in 
employment and the increase in foreign exchange avail- 
able should be favorable to an increase in California—Far 
East trade. 


From a long-run point of view, programs for assist- 
ance to underdeveloped countries should contribute to a 
growth of Far East trade. The United States Point IV 
program, the various United Nations programs, and the 
British Commonwealth Colombo Plan for Southeast Asia 
are all designed to improve standards of living, increase 
national income, and thus increase the volume of interna- 
tional trade. Trade would be increased by the flow of 
capital goods to these countries ; such goods in turn would 
increase productivity and promote diversification, thus 
enhancing their ability to export and import. In view of 
present international conditions, however, these programs 
may be seriously modified. To a certain extent offsetting 
considerations will govern the amount of assistance going 
to underdeveloped countries. On the one hand, rearma- 
ment programs in the United States and other Atlantic 
Pact countries make it highly desirable to increase the 
supply of strategic materials, and economic assistance is 
necessary if production of these materials is to be in- 
creased. Assistance to Far Eastern countries is moreover 
a defense against further Communist infiltration and ag- 
gression. On the other hand, however, increased demands 
on the United States budget for the defense program and 
for the Mutual Defense Assistance Program necessitate 
relatively small allocations for the development of under- 
developed areas. 


Postwar trade with Latin America 


During the postwar period the other countries of the 
Western Hemisphere, Canada to the north and the Latin 
American countries to the south, have become the most 
important trading area for the United States. 

In value terms, 57 percent of total United States im- 
ports came from the other countries of the Western Hem- 
isphere in 1950, while 47 percent of our exports went to 
this area. Latin America provided the most important 
part of our trade within our own hemisphere, and in 1950 
supplied 35 percent of our imports and took 27 percent 
of our exports. 

From 1938 to 1949, Latin America’s share of total 
United States foreign trade increased from 15 to 27 per- 
cent by value. For the same years Latin America’s share 
of California’s trade, while relatively less important than 
for the country as a whole, expanded from approximately 


10 percent to 20 percent. The proximity of the United 
States to Latin America, plus the complementary nature 
of production in the two areas, make them natural trad- 
ing partners. Nevertheless, ties with Europe, particularly 
in the South American countries, have placed European 
producers in the position of strong competitors with 
United States producers in Latin American markets. The 
customary import surplus of the United States in its 
trade with Latin America was temporarily reversed dur- 
ing the early postwar years but was restored by the end 
of 1949, making Latin America an excellent source of 
dollar exchange for other countries. 

In 1949, about 52 percent of Latin America’s imports 
were from the United States, while 43 percent of that 
area’s exports were destined for the United States. In 
addition to taking a large share of United States semi- 
manufactured and manufactured goods, the countries 
south of the border contributed a large share of five of the 
seven leading United States imports in 1950 :* 96 percent 
of the coffee, 87 percent of the cane sugar, 60 percent of 
the petroleum products, 44 percent of the unmanufactured 
wool, and 29 percent of the nonferrous ores and metals.” 

Prospects for United States—Latin American trade are 
encouraging, and California ports should be able to benefit 
from any increase in such trade, especially with the west 
coast of South and Central America where California 
ports have the advantages of time and distance and no 
Panama Canal tolls. Although import prices have been 
rising fairly steadily, especially since the Korean war, 
imports from Latin America should continue in large 
volume because of the United States defense program 
and the dependence of many of our industries on Latin 
American sources of supply. Exports to Latin America 
should also increase because of the increased supply of 
dollars and large-scale programs of economic develop- 
ment in that area. Certain restrictions, however, on the 
availability of essential goods in the United States, which 
are needed not only for our defense program but also to 
fulfill our commitments to European countries under the 
Mutual Defense Assistance Program, may hinder our 
trade with Latin America. Nevertheless, it would appear 
that efforts to expand the foreign trade traffic of Califor- 
nia ports should place a major emphasis on development 
of trade with the Latin American countries. 


Trade with Canada 


Canada, accounting for 20 percent of the total value of 
United States foreign trade in 1950, is the nation’s most 
important trading partner. The value of trade with Can- 
ada was five times the 1938 level by 1949 and increased 
an additional 15 percent in 1950. A similar although 
somewhat more moderate trend has been shown by Cali- 
fornia’s waterborne trade with Canada, increasing four- 
fold from $14 million in 1938 to $57 million in 1949, For 
the year 1949 Canadian trade comprised 6 percent of the 
total foreign trade of California in terms of value. 

*The only produets, third most important United 


ly exceptions are pa’ 
States import, and crude rubber, fifth in importance. 
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Shortly after the war ended, Canada imposed restric- 
tions on trade with the United States because of the dollar 
shortage, but satisfactory improvement in Canada’s re- 
serve position by 1950 led to the relaxation of many of 
these controls. This should be favorably reflected in Cali- 
fornia’s future trade with that country. California trade 
with Canada since the war has consisted primarily of im- 
ports of newsprint and exports of petroleum products. 
Increased trade in these commodities has made Canada 
one of California’s larger foreign markets, especially in 
terms of shipping weight. 


Special Factors Affecting California's 
Foreign Trade 


In addition to the various factors enumerated above, 
which affect both United States and California trade, cer- 
tain problems apply more specifically to California ports. 
Some of the most important are: shifts in the commodity 
composition of trade, the state of labor-management rela- 
tions, a disadvantageous rate structure, the absence of 
adequate port promotion programs, and the lack of mod- 
ern facilities. 

Shifting commodity composition of 
California's trade 

California’s economic growth in recent years has been 
marked by growing diversification. Although agriculture 
continues to be significant, manufacturing has gradually 
assumed greater importance. In 1947, California ranked 
second in the nation in the number of manufacturing 
establishments and seventh in value added by manufac- 
ture. From 1939 to 1947, the number of manufacturing 
establishments increased 53 percent, and value added by 
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sioners. 

manufacture, 256 percent. These figures are less startling 
when compared to similar developments in the United 
States as a whole. Even so, they indicate a definite trend. 


This trend towards increasing diversification may af- 
fect the composition of California’s future foreign trade 
to some extent. In contrast to the previous emphasis on 
agricultural products and raw materials, sales to foreign 
markets may include a larger proportion of manufactured 
goods. Some evidence of the increasing importance of 
processed and manufactured goods in California’s export 
trade is provided by the statistics on increases in exports 
of chemicals', machinery and vehicles, and iron and steel 
mill products through the Los Angeles and San Francisco 
customs districts. In addition, the increased demand since 
the war for agricultural foodstuffs may be expected to 
decline when economic stability abroad has been restored 
and agricultural production revived.? 


Increased diversification and the rapid growth of Cali- 
fornia’s own economy may for a time have an adverse 
effect on the volume of foreign exports. An exceedingly 
rapid growth in population—a gain of 53 percent since 
1940—has made California the second most populous 
state in the nation. This, accompanied by a 125 percent 
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increase in per capita income and a 244 percent increase 
in retail sales, has expanded the local market for Cali- 
fornia processors and manufacturers. Under these cir- 
cumstances, the assurance of a dependable and expanding 
market at home may limit the supply of goods available 
for export and diminish incentives to produce for export. 
Thus more attention may be devoted to the domestic 
market at the expense of the foreign. This effect, how- 
ever, should be a transitional one with increasing atten- 
tion being given to foreign markets as the productive 
capacity of the state increases. 

On the import side, the increasing diversification and 
growth of California’s economy should have an immediate 
as well as a long-run favorable effect. Present imports of 
such commodities as coffee, rubber, and metal ores, which 
have encountered favorable prices and larger domestic 
demand since the war, should continue to expand. Fur- 
thermore, as diversification continues, both the amount 
and the variety of imports should increase. 

From the long-run point of view the increasing pro- 
duction of manufactured and semi-manufactured goods in 
California should increase its complementarity with the 
primarily raw material producing countries of Asia. While 
present plans for economic development in the countries 
of the Far East anticipate increasing consumption of raw 
materials at home, they also include plans for increasing 
production of these materials through more efficient meth- 
ods of production and thus should provide a continuing 
supply for export. Furthermore, as programs of develop- 
ment are carried forward, trade with the Far East should 
include larger amounts of manufactured and semi-manu- 
factured goods moving in both directions. The actual 
pattern which eventually evolves will reflect the compara- 
tive advantages of the various trading countries. 


Influence of the labor-management situation 


Labor-management relations on the Pacific Coast have 
long been a vulnerable point in the Pacific Coast foreign 
trade picture. Conflict between labor and management, 
which until recently was cause for serious concern, began 
in 1934 with an 84-day waterfront strike, which was 
marked by bitterness and marred by an abortive general 
strike in San Francisco. The principal issue in 1934, and 
again in the 100-day strike in 1936-37, was the estab- 
lishment of union hiring halls. However, by the beginning 
of World War II, the union hiring hall idea was generally 
accepted, and wages and working conditions were virtu- 
ally uniform on both East and West Coasts. 

But Pacific Coast ports after the war were again 
plagued by a series of crippling strikes. The decline in 
job opportunities, loss of wartime bonuses, and the in- 
creased cost of living led to demands for greater union 
security through union hiring halls and higher wages, and 
culminated in work stoppages of 73 days in 1946 and 95 
days in 1948. The 1948 strike was further complicated by 
certain provisions of the Labor Management Relations 
Act of 1947, which placed the legality of union hiring 
halls in doubt and required non-Communist affidavits of 
union officials. 

Although the immediate postwar period was marked by 
a number of strikes, the general atmosphere has been less 
bitter than in earlier years, and there have been evidences 
of a desire on the part of unions and employers to cooper- 
ate. The Pacific Coast had no shipping tie-up in 1949 and 
1950. Renegotiations of contracts in those years were con- 
cluded without work stoppages, and employers and labor 
alike pledged their support to a program of peace on the 
waterfront. A maritime strike in June 1951, however, re- 
sulting from the negotiations for new contracts, again tied 
up shipping on the Pacific, Atlantic, and Gulf coasts. 


The absence of strikes, real or threatened, and the ex- 
pressed desire of both unions and employers to promote 
port activity would augur well for the growth of shipping 
through Pacific Coast ports. Peaceful labor-management 
relations would redound particularly to the advantage of 
San Francisco where attention has been focused during 
labor disputes, since it is the headquarters for many of 
the unions and the employer organizations on the Pacific 
Coast. The consistent maintenance of peace on the water- 
front is necessary to restore the confidence of shippers in 
the stability of port service. 


California's rate structure as a factor in the 
decline of foreign trade 


It is rather commonly held that one of the contributory 
causes of the decline in California’s share of the nation’s 
foreign trade is an unfavorable freight rate structure com- 
pared to rates prevailing for ports on the Atlantic and 
Gulf coasts. Analysis of this problem is exceedingly diffi- 
cult because of the complexity of the structure of rates. 
Total rates on foreign shipments are a composite of 
charges of rail and water carriers and various handling 
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and wharfage charges. Each of these charges presents its 
own problems. Only a brief consideration of these prob- 
lems is possible here, and it will be limited to freight rates 
for shipments from California ports' to the Far East, 
which, as pointed out earlier, is by far the most important 
destination for shipments through California ports. 


It costs more, generally, to ship goods by rail from 
midwestern United States to Pacific Coast ports than to 
the Atlantic or Gulf Coast ports. However, the rail rates 
on export shipments to the Far East through Pacific 
Coast ports are lower relative to the distances involved 
than are the rates to Atlantic or Gulf ports. Because of the 
“through bill of lading” arrangement, the transcontinental 
export rail rates to Pacific Coast ports are considerably 
lower than the domestic rates on the same traffic. There 
are no similar through bill arrangements for shipments 
from interior points to the Far East via Atlantic and Gulf 
ports. This system of preferential rates has advantages 
for producers in the interior of the country and in some 
instances it tends to favor Pacific Coast ports. It has been 
argued, however, that it discriminates against local pro- 
ducers in the Pacific Coast area who must pay the higher 
domestic rail rates on their shipments destined for export. 


As would be expected, ocean freight rates from the Pa- 
cific Coast to the Far East are generally lower than rates 
for the same commodities moving from other coastal 
areas. A recent comparison of local ocean rates from 
various coastal areas to the Far East? revealed that the 
Pacific Coast rate on 83 percent of the items surveyed was 
lower than the rate from Atlantic ports, on 13 percent of 
the items the rate was the same, while on only 4 percent 
was the Pacific Coast rate higher. However, handling and 
wharfage charges are billed separately against the ship- 
per on the Pacific Coast but not on the Atlantic Coast; 
therefore these charges should be added to Pacific Coast 
rates. When this amount is added, it is found that about 
25 percent of the items surveyed have higher total charges 
from Pacific ports than if shipped out of Atlantic ports. 
At least to this extent it would appear that the rate struc- 
ture on the Pacific Coast is unfavorable. 


Though ocean rates are lower for most items shipped to 
the Far East from Pacific Coast ports than from Atlantic 
and Gulf ports, it is often said that they should be lower 
than they actually are and that they are not proportional 
to the ocean distances involved. Virtually all ocean rates 
are determined by the “conference system.” The system 
works as follows. Each major trade route of the United 
States to and from foreign countries is served by a sepa- 
rate conference. All ship operators engaged in a particular 
trade route are eligible for membership in the conference 
serving that route. Only a small part of today’s trade is 
carried on by non-conference operators. Ocean rates on 
all commodities shipped on a given route are determined 
by vo vote of the membership of that conference. The system 

similar rate schedules in effect. 


*Stanford Research Institute, An Economic sue of fests Coast Trans- 
Paci; 13 pine Prepared for the Western Transportation Conference) 


was set up to prevent damaging rate wars which tended 
to leave shipping concentrated in the hands of a few large 
operators, and by the same token to give all operators 
an equal voice in the determination of rates. The confer- 
ence system was given legal status by Congress in the 
Shipping Purchase Act of 1916 and ship operators acting 
through their conferences have been exempted from the 
anti-trust laws of the United States. 

While the conference system has many obvious merits, 
Pacific Coast shippers state that it has worked to their 
disadvantage. Operators who engage solely or primarily 
in Pacific Coast—Far East trade form a minority of the 
members of the various trans-Pacific conferences. The 
majority of the members consists of ship operators who 
serve Atlantic and Gulf ports as well. Thus those who 
are interested primarily in advantageous rates for the 
Pacific Coast are inevitably outvoted. 

A case in point is the recent increase in the conference 
rates on cargo inbound from Japan.’ In February 1951, 
the Japan Atlantic Coast Conference increased freight 
rates by 15 percent. Subsequently the Trans-Pacific 
Freight Conference of Japan, which serves Pacific Coast 
and Japanese ports, announced an increase not of 15 per- 
cent but of the same dollar amount as the Atlantic Con- 
ference increase. This resulted in rate increases of as 
much as 26 percent on cargo covered by the Trans-Pacific 
Conference. Operators engaged solely in Pacific Coast— 
Far Eastern trade have protested against this increase, 
pointing out that they were outvoted by members of their 
conference who are also members of the Japan Atlantic 
Coast Conference. 

Another factor which may be detrimental to Pacific 
Coast foreign traffic is the miscellaneous handling and 
wharfage charges which are added at Pacific Coast ports. 
In Atlantic Coast ports these costs are absorbed in the 
freight charges; in Gulf ports, while there are no unab- 
sorbed handling charges, there are certain terminal 
charges on some shipments moving through New Orleans 
and Houston. The adverse effect of these additional 
charges on the Pacific Coast results not so much from the 
actual cost involved but more from their nuisance char- 
acter. The shipper is billed separately for these charges 
and this necessitates checking a second freight bill, in 
some cases long after the shipment has been made. There 
is also a general lack of uniformity in the manner in which 
these charges are made. The charges are often on a “cost- 
plus” basis, another unique practice on the Pacific Coast, 
and thus there is no basis for predetermining the exact 
shipping costs. 

Port promotion as a means of increasing 
California's foreign trade 

The absence of an adequate and aggressive port pro- 

motion program has been cited by some as responsible for 


part of the loss in trade suffered by California ports. Port 
authorities and chambers of commerce of the California 


1 For a discussion of this increase, see The Journal of Commerce, April 3, 1951. 
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customs districts engage in various promotional pro- 
grams, but, in general, their efforts have not been coordi- 
nated. As a result, they have not been able to present a 
united front to the active competition of East and Gulf 
Coast ports.* 

Adequate representation before important regulatory 
and legislative bodies, a centralized information and pub- 
licity agency, advertising through various media, main- 
tenance of rate bureaus, traffic solicitation, and represen- 
tatives in key areas at home and abroad are among the 
more important devices used by various ports in other 
parts of the United States. Major ports, such as New 
Orleans and New York, have successfully utilized these 
methods to varying degrees. California ports have not 
adopted any such fully-developed program. 

New Orleans has the most extensive and well- 
organized port promotion program, with its Port Board 
of Commissioners maintaining representatives in St. 
Louis, Chicago, New York, and Washington, and spend- 
ing approximately $125,000 annually for port promotion. 
The International House in New Orleans, operating on 
an annual budget of $250,000, about 10 percent of which 
is utilized for Cirect publicity purposes, acts as a clearing 
house of information for the whole region served by the 
port and fosters contacts between small business and offi- 
cials of foreign countries. The International Trade Mart, 
like International House built by public subscription, pro- 
vides a trading and display center with offices and facili- 
ties for foreign merchandise, while the New Orleans 
Chamber of Commerce devotes most of its port promotion 
activity to solicitation of traffic for the whole Gulf Coast 
area. In addition, a rate information bureau is maintained 
by the New Orleans Traffic and Transportation Bureau. 

Some progress in the direction of establishing a similar 
program in San Francisco was made by the California 
State legislature in 1947 when it created the World Trade 
Center Authority to supervise the construction and opera- 
tion of a World Trade Center for San Francisco. This 
Center will be similar to the International House of New 
Orleans, providing a means of promoting port activity 
for San Francisco and the whole Pacific Coast through 


Domestic waterborne trade 


Using the tonnage of cargo handled as a measure of 
port activity, domestic waterborne trade has been more 
important than foreign trade. Both before and after the 
war it has accounted for more than 80 percent of the total 
tonnage of the waterborne trade of San Francisco Bay 
and more than 70 percent in the Los Angeles-Long Beach 
area. Domestic waterborne trade consists of coastwise 
trade between Pacific Coast ports, intercoastal trade with 
the Atlantic and Gulf coasts, and non-contiguous trade 
with United States possessions and territories. 


1 After extensive committee ~~ in 1950, the California State legisla- 
ture passed a bill, signed by the Governor in June 1951, which creates an 


Interim Commission to undertake work towards es! 
a voluntary port authority for the Francisco Bay Area. 


OTHER TYPES OF WATERBORNE COMMERCE 


concentration of interested groups, such as consulates, 
foreign commercial representatives, brokers, exporters 
and importers, and chambers of commerce, in one area. 
In 1949 preliminary survey work was undertaken on the 
authorization of the State Legislature. At present the 
Authority is in the process of obtaining bids for the initial 
construction work. It is planned to finance the construc- 
tion of the Center by the issuance of bonds by the Author- 
ity. After its completion, the San Francisco State Harbor 
Board will exercise control over the Center. 

Development of more effective programs of publicity 
and promotion, similar to those in effect at New Orleans 
and New York,' would help California ports in their bid 
for a larger volume of trade. At the same time, particular 
emphasis should be placed on cooperative effort by all 
Pacific Coast ports for their mutual benefit. 


Lack of modern facilities and high 
freight handling costs 


Closely allied to port promotion activities is the mainte- 
nance of modern port facilities to handle rapidly and effi- 
ciently all types of cargo. In this respect, many of Cali- 
fornia’s port facilities are outmoded and in need of re- 
pair. With the exception of the newly-completed Mission 
Rock Terminal, the Port of San Francisco, for example, 
lacks modern facilities for handling cargo by truck. On 
the other hand, the port facilities of Long Beach are out- 
standing as a result of recent extensive renovations and 
modernization, providing the port with some of the most 
modern berthing arrangements and excellent facilities 
for handling cargo by truck. 

Port and terminal facilities, moreover, have an impor- 
tant bearing on the cost of handling freight. The high 
cost of handling freight in California ports from ship to 
shore (and vice versa) has been widely criticized. In addi- 
tion to modernization of facilities to speed up the move- 
ment of goods by all types of carriers, freight handling 
costs can be reduced by greater efficiency, increased mech- 
anization of operations wherever possible, reduction of 
the number of operations in the movement of cargo, and 
coordination of the operations of all groups concerned. 


The tonnage of domestic cargo handled by California 
ports has increased less than 10 percent since before the 
war—from 43 million short tons in 1938 to 47 million in 
1949. However, in spite of this over-all increase, there 
have been important declines in certain types of domestic 
trade. Most important of these is general cargo moving 
in both coastwise and intercoastal trades. These tonnage 
declines have been offset by larger bulk petroleum ship- 
ments in domestic trade and a larger volume of non-con- 
tiguous trade. In addition, certain ports have suffered 
1 Port promotion activities at the Port of New York Authority are esti- 

mated to total $225,000 annually. The Authority maintains offices in Chi- 
cago, Cleveland, and Washington to protect their interests. In addition, a 
Port Protection Program has b: tablished intai 


een a conti 
study of rate differentials between the Port of New York and other United 
States ports, and operates on an annual budget of $200,000. 
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serious losses of domestic trade. For example, San Fran- 
cisco, which is primarily a general cargo port, has lost 
much port revenue because of decreased coastwise and 
intercoastal shipping. Los Angeles, on the other hand, 
has registered gains because of increased bulk petroleum 
shipments moving in both these trades. 

Coastwise and intercoastal trade 

Coastwise and intercoastal trade of the San Francisco 
customs district amounted to a little over 16 million short 
tons in 1947, approximately 10 percent below the 1938 
level. The decline for the Port of San Francisco, how- 
ever, was much larger than for the customs district as a 
whole. The combined tonnage of intercoastal and coast- 
wise trade passing through San Francisco in 1949 was 
less than one-fourth the tonnage of 1935. The largest 
decline between these years was in coastwise trade, which 
fell from 1.5 million tons to 106 thousand tons. Intercoas- 
tal trade fell from 1.6 million tons to 611 thousand tons. 
The much larger decline in the coastwise and intercoastal 
trade through the Port of San Francisco than through the 
rest of the customs district undoubtedly reflects the rela- 
tively greater importance of general cargo for San Fran- 
cisco and of bulk cargoes for other Bay Area ports. Gen- 
eral cargo shipments in coastwise and intercoastal trade 
have declined markedly while bulk cargoes—in partic- 
ular, petroleum products—have remained at or above the 
prewar levels. 

At the Port of Los Angeles, in contrast, total tonnage of 
coastwise and intercoastal trade increased from 8.5 mil- 
lion tons for the fiscal year 1938-39 to 15.3 million for 
1949-50. However, all of this increase is accounted for 
by increases in bulk petroleum shipments. All other car- 
goes decreased to one-half the prewar volume with gen- 
eral cargo and lumber shipments responsible for the de- 
cline. Excluding bulk petroleum shipments, coastwise 
trade fell from 1.7 million tons to 1.0 million from fiscal 
1938-39 to fiscal 1949-50, and intercoastal trade decreased 
from 1.4 million tons to 0.6 million. 

Another measure of the trend of coastwise and inter- 
coastal trade is the number of ships engaged in these 
trades. By 1950 only 11 ships were engaged in coastwise 
trade through California ports, compared to 147 in 1930. 
In intercoastal trade the number of ships fell from 150 to 
56. Though larger ships are engaged in these trades than 
before the war, the total tonnage of shipping has de- 
clined substantially. 

The decline of intercoastal and coastwise trade, other 
than in bulk petroleum, results from a series of factors 
operating over an extended period of time, and not from 
developments since the war. In addition to strikes and 
frequent interruptions of service, which have had an ad- 
verse effect on foreign and domestic trade alike, there 
are several other factors commonly cited by operators 
as being primarily responsible for the decline in coast- 
wise and intercoastal shipping. Most frequently men- 
tioned are the low rail rates approved by the Interstate 
Commerce Commission which, operators contend, have 
made it competitively impossible to raise water rates suffi- 


ciently to meet greatly increased costs of labor, fuel, and 
supplies. Other factors mentioned are : age of the vessels 
engaged in these trades and the high capital cost of new 
vessels ; high stevedoring costs which are related in cer- 
tain instances to improper maintenance of port facilities 
and the failure to provide modern facilities ; and more fre- 
quent and quicker service provided by other carriers." 
For coastwise trade, further problems have been the un- 
balanced movement of trade (southbound tonnage has al- 
ways exceeded northbound tonnage), the decline in lum- 
ber shipments by water owing to the depletion of timber in 
the Washington—Columbia River area, and the use of 
trucks. For intercoastal trade, an additional factor has 
been the high Panama Canal tolls.” 

Increasing non-contiguous trade 

In contrast to the downward trend in most types of 
intercoastal and coastwise trade, non-contiguous trade of 
California ports with United States territories and pos- 
sessions has increased since the war. The greater part of 
California’s non-contiguous trade consists of trade with 
Hawaii. Trade with Alaska and Pacific possessions such 
as Guam, Wake, and American Samoa is relatively unim- 
portant in the totals. Unfortunately, official data on trade 
by.customs districts with the territories of Hawaii and 
Alaska were discontinued after 1947. However, certain 
ports within customs districts continue to make limited 
data available on this trade. 

Non-contiguous trade has not only increased, but has 
also assumed an important position in California’s water- 
borne trade. For example, Hawaii’s percentage of the 
total offshore shipments outbound from the San Fran- 
cisco customs district increased from 17 percent in 1938 
to over 35 percent by 1947 and the tonnage had doubled, 
amounting to over 1.4 million tons in the latter year. At 
the same time, inbound shipments from Hawaii in 1947 
were 35 percent greater than in 1938, amounting to 
slightly more than 1 million tons. 

Trade of the Port of Los Angeles with Hawaii has 
shown an even greater increase. Hawaiian trade passing 
through the Port of Los Angeles doubled between the 
fiscal years 1938-39 and 1947-48, inbound shipments in- 
creasing 97 per cent and outbound shipments 106 percent. 
Declines in 1948-49 and 1949-50 reflected the long Ha- 
waiian waterfront strike between May 1 and October 23, 
1949, 


Intransit trade increases in postwar period 


Intransit trade* through the customs districts of San 
Francisco and Los ree was relatively unimportant 


of land carriers has enabled busi- 


offset by a reduction in ‘he cost of carrying inventories. 

® relief should be provided by the Canal Bill, to become ef- 
fective July 1, 1951, which provides for reorganization of the canal _ad- 
ministration and should result in lower canal tolls. Commercial and Gov- 
ernmental functions will henceforth be separated, so that no extraneous 
factors will be considered in levying tolls. 

* Intransit trade covers coming into the United States from a 
foreign country and shipped to a foreign country without having been en- 
tered as an import. 


10 


| 
* 
{ 
j 
‘ 
| 
i 
i 
ore Irequent and quicker service 
nesses to maintain smaller inventories and thus increase the rate of capital ' 
turnover and reduce the amount of capital tied up in inventories at any par- ¥ 
ticular time. This has been particularly true in the case of light. high- ‘ 
} 
| 
| 
| 
q 


before the war. But since the war it has increased in both 
volume and value. Total inbound and outbound intransit 
shipments through the Los Angeles district increased 
from 95 to 128 million pounds from 1947 to 1950, while 
San Francisco’s tonnage increased from 101 million to 
125 million pounds. Although the total value and volume 
of intransit trade is still relatively insignificant compared 
to the total trade of California ports, it is expected to 
become more important. 

Contributing greatly to the improvement in intransit 
trade have been the foreign trade zones established at San 
Francisco in 1948 and at Los Angeles in 1949. These 
foreign trade zones are designed to increase the flexibility 
of foreign trade, increase opportunities for transshipment 


Port administrations in the California ports cover prac- 
tically the whole range of possible types—from the state- 
owned and operated port of San Francisco, through the 
municipally-owned ports such as Los Angeles and Long 
Beach, to joint city-county control such as that in effect 
at Sacramento. 

The administration and organization of the port of San 
Francisco is similar to that of New York and New Or- 
leans—a port commission appointed by the governor (in 
the case of New York, by the governors of New York and 
New Jersey), with confirmation subject to legislative 
approval’ and terms of service averaging five or six years. 
The New York and San Francisco port commissions are 
both public corporations, relying for financing on issuance 
of general and refunding bonds and on revenue derived 
from services rendered, and not on general tax monies.” 
But the port of New Orleans, although a public corpora- 
tion also, is partly dependent on the proceeds allocated 
from a general state gasoline tax (9/20 of one percent of 
the total proceeds is so allocated), which are used to 
service outstanding bonds issued by the Levee Board and 
the harbor railroad. 

The degree of municipal control over port operations 
also differentiates the ports of New York and New Or- 
leans from the port of San Francisco. While the city of 
New York controls 50 percent of the wharf space, and 
the trade groups in New Orleans have some control over 
the choice of port commissioners, the city of San Fran- 


OUTLOOK 
- 


What are the prospects for increasing California’s vol- 
ume of waterborne commerce and her share in United 
States foreign trade? Satisfactory solution of the prob- 


1In New Orleans, the authority of the governor to appoint members of the 
e board was circumscribed by a 1940 amendment giving several New 
leans trade groups a voice in selection of didat 
2In this respect, New York holds an advantage over San Francisco, since 
its ownership of assets (bridges, tunnels, and airports) is more varied and 


permits pooling of revenues and resources to cover all expenses. In addi- 
tion, the New York Port Authority received state aid from New York 
and New Jersey from 1920 to 1930, while both New York and San Fran- 
cisco received Federal aid during the ion years and from the Army 
Engineers improvemerts. 
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trade, and eliminate some of the disadvantages of bonded 
warehouses, where constant supervision and posting of 
bond increase the time and expense involved in the con- 
duct of trade. In addition, certain types of light manufac- 
turing, processing, packaging, and exhibiting can be car- 
ried on within the zones. The San Francisco foreign trade 
zone handled 16,653 tons of merchandise, valued at $8.5 
million, from 47 foreign countries during the first two 
years of its existence (June 1948-June 1950). In 1950 
the zone handled 12,129 tons of merchandise, a 38 percent 
increase over 1949, The Los Angeles foreign trade zone 
handled 12,600 tons of cargo valued at $4.2 million during 
its first fiscal year of operation which ended June 30 of 
last year. 


cisco neither owns nor controls any waterfront property 
nor has it a voice in port administration. 

In contrast to the port of San Francisco, the ports of 
Los Angeles, Long Beach, Oakland, Richmond, Ala- 
meda, and Redwood City are all municipally owned, al- 
though many of their facilities are privately developed and 
operated. The port commission is municipally appointed, 
and actual administration of the port is generally a func- 
tion of a regular municipal department. In all cases reve- 
nue from port services is supplemented by the use of 
general tax monies. An added feature in the administra- 
tion of Los Angeles and Long Beach ports is the fact that 
royalties from city owned petroleum properties are used 
for port financing. As a result, Long Beach is able to 
claim the unique status of a debt-free port. However, 
the reliance on tax revenues does not permit financing of 
extensive long-term improvements. As a consequence, 
some cities have expressed the hope that present consti- 
tutional limitations on issuance of revenue bonds can be 
abolished to allow financing of necessary projects for port 
improvement. 


In addition to state and city-controlled ports, Sacra- 
mento has created a Sacramento-Yolo Port District to 
further their goal of an inland port. The port district is 
run by a board of commissioners—two each appointed 
by the county of Sacramento and the city of Sacramento, 
and one appointed by the Yolo County Board of Super- 
visors. 


lems considered above would contribute greatly to im- 
provement of the situation. At the same time, however, 
long-term trends in California’s waterborne commerce 
must be taken into account. The Pacific Coast’s share of 
United States foreign trade tonnage—of which California 
accounts for two-thirds—has declined from an average of 
16 percent in 1935-40 to 7 percent in 1947-49. The decline 
1 The ownership of California's tidelands, where the petroleum deposits are 


found, is —— a matter of dispute between the Federal Government 
and the states, the outcome will affect the financing of these two ports. 
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in actual physical volume, however, is not so great since 
total United States tonnage has increased 50 percent 
since 1935-40. 

Nevertheless, exports from the San Francisco Bay 
Area are substantially below prewar levels and seem to 
follow a declining trend, in contrast to a fairly stable level 
of exports before the war. Imports through the San Fran- 
cisco customs district, however, have moved upward 
since the war, although the more rapid increase in total 
United States imports by volume and value has caused 
the district’s share of United States import trade to de- 
cline. San Francisco district trade has followed the na- 
tional pattern of declining exports and increasing imports 
since the war. 

On the other hand, import and export volume of the 
Los Angeles-Long Beach area showed upward trends in 
the interwar period, but export volume has shown no defi- 
nite trend in the years since the war. The 50 percent de- 
cline in export tonnage from 1938 to 1947-50 has been 
partly cushioned by large petroleum shipments. Import 
volume since the war has continued to move upward, with 
sharp increases in 1949 and 1950. 

Present indications seem to point to a lower level of 
exports and a rising level of imports for California in the 
future. California export volume in the immediate pre- 
war years was bolstered by an unprecedented volume of 
petroleum shipments, particularly to Asia, which will 
probably not be matched in the future.’ At the same time, 
increasing diversification in California’s economy and her 
rising level of income will, on balance, probably provide 
for a larger volume of imports, with exports increasing, 
if at all, at a slower rate. Nevertheless, balanced expan- 


A 


4In fact, the United States is now a net imp 
although li: is imported 


of petrol D 
ttle petroleum through California ports. 


sion of both imports and exports is a possibility which 
would be most beneficial to California ports. 

Port activity in California, however, is also dependent 
upon activity in the intercoastal and coastwise trades. 
Both these trades show declining trends which cannot be 
effectively reversed or retarded unless new methods are 
developed to cut costs of operation and provide effective 
competition with faster and more frequent types of trans- 
portation. Recent innovations designed to reduce costs 
and result in more competitive rates will probably help to 
some extent. But if the intercoastal and coastwise trades 
do not revive, California ports will be placed at a disad- 
vantage in the matter of port improvements and the size 
of the labor force available on the waterfront. 

An active program of port promotion, similar to those 
practiced by other major ports would also contribute im- 
measurably to an increase in California’s waterborne 
trade. Promising steps have already been taken toward 
rationalization of the rate structure, restoration of the 
confidence of shippers in the stability of labor-manage- 
ment relations on the Pacific Coast, modernization of 
port facilities to accommodate trucks and other types of 
carriers, regularity and frequency of service, and reduc- 
tion of freight handling costs. 

At the same time, any study of the prospects for Cali- 
fornia’s foreign trade must consider international devel- 
opments. The defense mobilization program, the Korean 
war, and international tension will, at least for the pres- 
ent, prevent a return to normalcy in trading relations. In 
the long run, the area most vital in the successful recov- 
ery of California’s foreign trade will be the Far East, 
which must first solve to its own satisfaction its compli- 
cated economic and political problems. 
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APPENDIX A 
FOREIGN TRADE OF THE SAN FRANCISCO CUSTOMS DISTRICT 


Export Trade oF THE SAN Francisco Customs District sy AREA AND PatncrpaL Countries, 1938-39 anv 1947-50 
(Value, in millions of dollars; volume, in thousands of short tons) 
Jan.-Sept. 
Volume Value 


Volume Volume Value Volume Value Volume Value Volume Value 
Continental Europe eee 250.7 110.1 9.1 296.2 49.0 203.0 39.2 123.1 37.1 142.8 32.5 
Scandinavia Codeesocecvescceoccevecoees 55.4 4. 55.8 5.1 45.1 8.4 5.0 1.0 8.1 1.8 13.8 3.2 
le 2. 366.1 28.3 131.7 30.4 4.8 2.8 70.6 13.7 48.5 6.8 


557.5 


The San Francisco customs district’ is centered around 
San Francisco Bay, a natural land-protected harbor 48 
miles long and a maximum of 13 miles in width. Within 
the district, San Francisco is the principal general cargo 
port, while many of the other ports handle special cargoes 
only, such as petroleum and other bulk cargoes. 

From the time of its discovery by Portola in 1775, 
through the gold rush of 1849, and the inauguration of 
the profitable China service in 1857, San Francisco Bay 
has ranked high among the commercial centers of the 
nation. The recent growth of the Bay Area (a 53 percent 
increase in population since 1940 and a 254 percent in- 
crease in retail trade), coupled with its excellent natural 
harbor and strategic location along the Pacific Coast, has 
served to emphasize the economic importance of the area. 
Although the nine-county Bay Area’ covers only 4.5 


1The San Francisco customs district includes the ports of San Francisco, 
Oakland, Stockton, Sacramento, Eureka, Monterey, Richmond, 
Redwood City, and other smaller ports along the shores of San Francisco 


y. 
* The ni Bay Area includes the counties of Sup Deagsioen, Ade 
ee ae en Napa, San Mateo, Santa Clara, Solano, and 


meda, Contra 
Sonoma. 


Source: Reports of the San Francisco Board of State Harbor Commissioners. 


Import TRADE OF THE SAN Francisco Customs District, sy TrapE ArEA AND Principat Countries, 1938-39 anp 1947-50 
(Value, in millions of dollars; volume, in thousands of short tons) 


1939, ——-1%47—_,, 
vi Volume 


2,725.6 1,904.2 


percent of California’s land area, it accounts for 25 per- 
cent of the state’s population, 28 percent of net income, 
and 27 percent of retail sales. Furthermore, among metro- 
politan areas of the nation, the Bay Area’ ranks seventh 
in population and sixth in retail sales and income. 


Direction of trade 


Asia is the most important market for the exports of 
the San Francisco customs district, taking from 40 to 50 
percent of its exports by volume and value. Asia’s share 
of export value has risen since the war, but her share of 
export volume has declined, although some improvement 
in the latter was shown by 1949. 

The United Kingdom and Ireland, continental Europe, 
and Oceania are the other major areas to which exports 
have been shipped from the San Francisco district. To- 
gether with Asia, they have accounted for four-fifths of 
total export value in both the prewar and postwar pe- 
riods. Exports to these areas also constituted four-fifths 
of total export tonnage in 1938-39, dropping to two- 


San Francisco-Oakland metropolitan area. 


3.4 
Camads 14 30.5 1.5 69.4 7.0 46.9 4.4 
Central America 8.0 83.4 7.9 60.4 21.5 125.5 24.7 
West Indies and Cuba . . 0.2 0.6 0.1 0.3 0.2 1.3 0.3 e * 
South America ......---seseseeeeeee a 9.3 109.7 9.1 193.2 53.4 190.9 54.2 311.0 66.8 136.6 60.0 
Asia (Near and Far East) ......... - 278.2 25.3 241.5 28.6 314.5 86.6 296.0 106.1 391.7 86.0 264.2 80.9 
British Malaya .........+seeeeeees 3.4 11 3.5 1.5 2.2 0.8 2.6 2.3 2.3 1.5 5.2 2.8 
Chima 22.4 4.5 22.5 5.4 22.8 18.0 12.9 18.0 9.4 9.3 38.1 «18.0 
India (and Ceylon) ...........+++ 414 4.3 29.8 4.0 28.0 10.8 21.8 10.7 24.9 11.2 18.0 7.4 
Netherlands East Indies .......... 14.6 1.5 20.1 1.9 1.2 0.8 4.6 0.9 13.0 1.4 1.3 0.7 
Japan cccccvcccccccvcccvesccvcces 37.4 5.4 25.0 8.3 3.6 44 26.9 10.9 46.7 10.3 25.2 11.8 
Philippine Islands ..........+.++++ 153.7 7.7 132.5 6.7 248.9 46.1 209.5 52.2 257.2 40.3 155.2 27.0 
32.8 1.1 11.5 1.0 26.7 14.7 45.6 23.9 28.3 8.8 17.2 13.8 
17 0.3 2.5 0.2 0.2 0.1 0.2 5.2 0.9 2.0 0.7 
Total ..... 714.1 (57.9 611.0 59.6 707.7 193.4 771.7 224.5 982.9 212.6 710.4 216.0 


*Less than .05 
Source 


thousand short tons. 
: Reports of the San Francisco Board of State Harbor Commissioners. 
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q 
08.4 3.8 351.1 3.9 7.5 663.7 12.0 410. 406.6 
Central America 106.3 2.9 88.2 2.9 117.4 10.4 227.7 8.8 109.4 8.0 28.6 
West Indies and Cuba ........cseceeeees 216.4 3.9 174.1 4.6 49.0 9.3 73.1 7.5 44.3 8.1 42.3 7.3 
South Agum 28.0 2.8 154.1 36.4 70.4 18.7 83.5 23.7 $5.1 14.0 
: Asia AN 1,870.7 51.7 2,143.0 49.4 878.3 195.6 741.4 155.0 927.0 185.7 435.3 110.6 
China 68.7 2.0 123.2 2.6 245.3 39.3 353.3 26.6 37.4 8.4 4.7 0.5 
Hong 74.2 3.3 62.4 3.5 69.7 20.3 53.4 14.7 76.5 25.3 72.7 17.4 
Japan 1,528.8 23.7 1,492.1 19.1 36.8 5.1 216.9 21.4 71.5 18.4 
240.9 15.1 249.7 16.4 325.5 91.5 324.5 77.8 298.2 85.5 126.0 35.8 
Occania 406.6 15.5 225.0 11.0 459.7 34.7 97.8 11.5 88.5 17.0 33.0 7.1 
4 42.7 2.1 50.5 2.3 36.7 7.3 30.6 6.0 39.4 6.5 16.4 2.5 
| 
| Jan.-Sept. 
Volume Value Volume Value Volume Value Volume Value 
‘continent: BS ¢ 6 0. 3 298s 54 
i 


PercentaGe Distrisution or Export TrabE oF THE SAN Francisco Customs 
sy ComMopity Group 


By value: 
Animal and animal products, edible and inedible.............. 
Vegetable food products and beverages 
Vegetable products, inedible, except _— and wood. 
Textile fibers and manufactures ° 
Wood and paper 
Metals and manufactures, except machinery and vehicles. . 
and 


Dollar total (in millions)......... 


By shipping weight: 

Animal and animal products, edible and inedible........... sedegecses 
Vegetable food products and beverages............++. 

Vegetable products, inedible, except fibers and w 

Textile fibers and manufactures................. 


Total weight (in thousands of short tons)......... Ce 


Source: Original data for calculations from San Francisco Board of State Harbor Commissioners’ Reports. 


thirds since the war. In addition, Canada has developed 
as an important market since the war, accounting for one- 
fifth of export volume in 1947 and 1949 and almost one- 
third in 1948." 

On the import side, Asia is again the San Francisco dis- 
trict’s most important trading partner. Asia supplies 45 
percent of the district’s imports by value and about 40 
percent by tonnage. Although over-all production in Asia 
*In this connection, it must be kept in mind that the actual physical volume 


unchanged, use ther drop in total ex volume 
of the San Francisco custome y danse 938-39. 


has not revived, large copra imports from the Philippines, 
tin and rubber from southeast Asia, and vegetable oils 
and fibers have managed to push imports from Asia above 
prewar levels. 


Continental Europe, Central America, and South Amer- 
ica each accounted for approximately 15 percent by vol- 
ume and value of the San Francisco district’s imports in 
1938 and 1939. Since the war, South American imports 
have been increasing in importance, providing almost 
one-third of import volume and value in 1949, while Cen- 
tral American imports have dropped slightly. In addition, 


Percentace Distrisution or Import TravE oF THE SAN Francisco Customs District 
spy ComMopity Group 


By value: 

Animal and animal products, edible and inedible 
Vegetable food products and beverages 

Vegetable products, inedible, except fibers and wood 
Textile fibers and manufactures. . 


Metals and manufactures, ‘except machinery and vehicles 
Machinery and vehicles . 


Animal and animal ‘product, edible and inedible. . 

Vegetable food prod and b ° 

Vegetable products, inedible, except. fibers and wood...... 
Textile fibers and manufactures. . 


Total weight (in thousands of short 


PLO 
RONNW 


ONeNNK 


Source: Original data for calculations from reports of the San Francisco Board of State Harbor Commissioners. 
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Jan.-Sept. 
1938 1939 1947 1948 199 1950 
geccee 4.9 5.2 9.4 12.0 10.8 11.0 
58.4 38.1 27.5 24.2 21.6 24.6 
jdewee 17 2.8 7.7 5.6 $.2 3.9 
7.5 5.3 9.2 5.3 12.6 21.2 
aencee 3.2 3.7 2.1 2.7 2.4 2.4 4 
etenee 24.4 22.3 10.2 13.5 9.4 7.5 
accves 5.3 5.4 6.2 7.5 6.9 3.7 
9.0 10.5 16.2 17.4 17.9 13.3 
Chemicals and related products .......cceecccccccccccceccecceceeees 3.7 4.7 5.5 6.9 9.2 9.2 ‘ 
< 1.9 2.0 6.0 4.9 4.0 3.2 
DAE: wandccgageatoceqnenoctvepsseecsséedecectesseveccesdebcece 100.0 100.0 100.0 100.0 100.0 100.0 
$134.6 $118.8 $388.9 $262.5 $311.5 $197.4 
0.9 0.9 3.9 4.3 6.9 
18.2 15.5 16.8 15.8 20) 28.1 
0.3 0.4 1.8 0.8 1 1.5 
1.3 0.9 1.6 0.9 3 5.2 
ta 71.0 73.9 60.6 63.8 $1 42.4 
Metals and manufactures, except machinery and vehicles.............. 3.7 3.2 6.2 5.0 S| 3.0 } 
0.4 0.4 1.0 0.8 0.9 0.8 
3,726.0 3,586.6 2,725.6 2,118.7 1,904.2 1,222.4 
Jan.-Sept. 
o 1938 1939 1947 1948 1949 1950 
3.3 9.1 5.4 5.4 : 
ve 4 46.6 37.3 50.4 $2.3 
§ beccsbeserececeseess 1 29.0 18.8 13.6 13.1 
1 8.3 18.3 12.1 15.1 
" 1.1 0.6 1.6 1.2 
Veansegeodncosene 4.8 7.2 8.9 5.6 
f 0.2 0.7 0.7 1.0 
0669060 100.0 100.0 100.0 100.0 100.0 
$ 57.9 $ 59.6 $193.4 $224.5 $212.6 $216.0 
2.3 3.1 3.9 2.2 3.9 ; 
31.3 34.0 26.7 34.1 28.6 
23.9 23.9 33.5 16.8 19.2 q 
6.5 6.5 5.7 3.4 6.1 | 
8.7 8.7 0.5 11.9 9.8 
Metals and manufactures, except machinery and vehicles................- 10.2 10.2 14.7 18.2 16.4 
Machinery amd 0.1 0.1 0.1 0.3 
Chemicals and related products ........66:.seeeeceeeeeeeeeeeeeeeerenee 5.3 5.3 6.4 3.4 3.1 
0.9 0.9 1.0 0.4 0.4 
714.1 611.0 707.7 982.9 710.5 


imports from Oceania have become more important than 
those from Continental Europe. 


Commodity composition of trade 


In terms of tonnage, petroleum products constitute the 
most important export of the San Francisco customs dis- 
trict. From 72 percent of total export volume in 1938-39, 
the relative importance of petroleum products has de- 
clined moderately in postwar years to 59 percent, even 
though bulk oil shipments from San Francisco Bay have 
dwindled to approximately one-half the prewar volume. 

The importance of agriculture in California’s economy 
is reflected in the fact that, excluding petroleum products, 
agricultural products form the bulk of the San Francisco 
district exports. Vegetable food products comprised 
more than 50 percent of the remaining export volume in 
1938-39 and about 33 percent in 1947-49. 


In terms of value, fruit exports, though at present lower 
than before the war, led all exports in 1938 and 1939 and 
again in the postwar years, with the exception of 1948. 


s 1In 19. 1948 and 1949, California ranked second among the states in total ~~ 
farm income, with ural income in 1949 of 9 of $2,066 million—6.7 
cent of total income payments in California. 


The ports of Los Angeles and Long Beach, located on 
San Pedro Bay, are the major general cargo ports of the 
Los Angeles customs district. The Port of Los Angeles 
handles almost all the general import trade, and shares 
almost equally with Long Beach in general export ton- 
nage. The other ports in the district are small special 
cargo ports, such as Hueneme, Port San Luis, etc., which 
are scattered along the southern California coastline. 
The history of the Los Angeles-Long Beach harbor 
also dates back to early days, with the discovery of San 
Pedro Bay in 1542 by Cabrillo, the establishment of the 
city of Los Angeles in 1781, and the first commercial 
transaction in 1805 when a ship from Boston put into the 


APPENDIX B 
FOREIGN TRADE OF THE LOS ANGELES CUSTOMS DISTRICT 


PercentaGe DistrisuTion oF Exports sy Dry Carco AND TANKER FROM THE Los ANGELES AND SAN FRANCISCO 
Customs Districts, sy Weicut, 1936-37 ann 1946-50° 
Los Angeles 1936 1937 


Rice, vegetables, fish, cotton, and dairy products have 
also been significant. 

Meanwhile, the increasing diversification of the Bay 
Area economy is reflected in the upward trend of exports 
of metals, machinery and vehicles, and chemicals. Lead- 
ing exports include industrial and electrical machinery, 
steel mill products, industrial chemicals, and aluminum 
manufactures. 


Unlike exports, imports through the San Francisco 
district are not dominated by any single commodity group, 
although edible and inedible vegetable products contribute 
most heavily to the total. These two categories, together 
with textile imports, constitute more than three-fourths 
of total import value." 

Coffee, principally from Brazil, Colombia, and El Sal- 
vador, was the San Francisco district’s most valuable 
single import in 1938 and in all postwar years. Also im- 
portant in import trade are copra, bananas, newsprint, 
lead ores, and vegetable oils. 

1 Edible and inedible vegetable products and textiles com 


three-fourths of import volume because of the relative lightness 
products. 


less than 
tness of textile 


harbor. Unlike San Francisco Bay, San Pedro harbor is 
not naturally well-protected, but it has been gradually 
developed into an excellent man-made harbor through 
the construction of breakwaters. 

The economic importance of the Los Angeles area and 
its recent notable growth enhance the commercial impor- 
tance of the ports of Los Angeles and Long Beach. Popu- 
lation in the Los Angeles metropolitan area, now fourth 
largest in the nation, has increased 49 percent since 1940, 
and retail sales and income increased threefold from 1939 
to 1949. Among the metropolitan areas of the nation, Los 
Angeles ranks second in the number of manufacturing 
establishments and fifth in value added by manufacture. 


1946 1947 1948 1949 1950 


12.7 10.8 36.1 32.0 24.3 37.3 24.6 


89.2 


68.0 75.7 62.7 


Total 100.0 100.0 100.0 100.0 100.0 100.0 
fons Of Tha. .....ccccescccscescccevecvess x 15,806.4 5,691.0 7,775.5 6,167.4 6,807.0 7,808.7 


58.7 
41.3 


51.5 
48.5 


73.1 
26.9 


Ota] 100.0 
067. 6,423.4 


. 19.8 


100.0 100.0 100.0 


5,449.6 4,238.0 3,809.0 3,483.6 


57.0 67.7 49.9 


43.0 32.3 50.1 38.7 


Millions of Ibs. ......-cccecccecececccccceces 16,630.3 22,251.4 10,445.8 13,229.0 11,411.6 10,618.4 11,293.4 


2 Data for 1938 and 1939 not available for hPa dy and tanker ex 
Sources: United Maritime 
Waterborne Trade by United hy — ee Port. 


No. 275, 3 Wesaberne Foreign Commerce of the United States. USDC, Bureau of the Census, 
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100.0 100.0 100.0 100.0 


FT 972, 


4 
| 
Tanker 65.9 
San Francisco 
67.2 70.6 
| 
4751.0 
California 
Tanker 49.7 ° 


Puntuntass DistRIBuTION OF THE VALUE oF ForeEIGN TRADE oF THE Los ANGELES Customs District 
sy Commopitry Group AND Trapve Areas, 1938 anp 1949 


Note: Bate ty trade amo ont 
have been used, rather than act 
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$258.8 $ 44.1 $142.6 


group are not as complete as those for the San Francisco district. Ther 


commodity 
as a general imdecator of the nature of Los Angeles’ foreign trade. The figures for 1938 


fore, percentages 
and "1949, however, are not strictly porate Ny The 1938 figures, fe from the Department of Commerce's Foreign Commerce and Navigation, refer to 


trade by customs district from which exports left the country or in which imported 
sumption. On the other hand, the 1949 figures refer to cargo laden on or unladen from vessels at Los A 


oods are entered into warehouses or entered for immediate con- 
eles district ports and include cargo trans- 


shipped to other customs districts. Furthermore, although some excellent reports are issued by the individual ports of the Los Angeles district, e.g., Los 


Angeles and Long Beach, 
available reports are issued on a a calendar year basis. The best source of 


containing commodity y customs districts and ae 
Los Angeles customs district tae 1948" bute os actual figures are presented 


Direction of trade 


The export trade of the Los Angeles customs district, 
like that of the San Francisco district, has been directed 
mainly toward Asiatic markets, a natural export outlet 
for Pacific Coast products. More than half of the district’s 
exports by volume and value went to Asia in 1938-39. 
Since the war, Asia has continued to be the most impor- 
tant export market in terms of value ; however, because 
of the decline in large bulk petroleum shipments, export 
tonnage to Asia accounts for only 15 percent of the total. 

Europe was the other major recipient of the Los An- 
geles district’s exports before the war. Although Europe's 
share of export tonnage since the war has also dropped, 
her value share remains unchanged. North America and 
South America have become more important since the 
war, accounting for approximately one-third and one- 
fifth, respectively, of total volume. 

Asia was also the source of half of the Los Angeles dis- 
trict’s imports by value and more than one-third by vol- 
ume in 1938-39 and again in 1949. Before the war, 
Europe and South America were the other major sources 
of imports by value, while Central America and North 
America were important on the shipping weight side—16 
and 13 percent, respectively, of import volume. 

Since the war, Europe’s share of import value has 
dropped, while South America’s has increased. The in- 
crease in the postwar import volume of the Los Angeles 
district is accounted for primarily by import increases of 
66 percent for Canada, 150 percent for Central America, 
and 250 percent for South America. 


they cannot be combined for the whole district since the Los Angele 
ostwar data is the machine tabulation sheets of the 
sheets are 


ear basis, while other 
ureau of the 
for the p in the tables for the 
here as they were compiled manually and have not been verified. 


Commodity composition of trade 

Since the Los Angeles customs district is in the heart 
of an oil-producing area, petroleum products have domi- 
nated exports by volume and value in both prewar and 
postwar years. A large surplus of export over import 
volume, a distinguishing feature of the Los Angeles dis- 
trict’s foreign trade, reflects primarily the importance of 
petroleum products in the Los Angeles export picture. 
Tanker exports comprised 60 percent of total export ship- 
ping weight in 1936 and 1937 and 40 percent in 1946-50. 
However, by fiscal 1950, petroleum exports had declined 
60 percent from the 1938 level. 


Some exports have increased, however. The rising post- 
war trend in the export of machinery and vehicles, chem- 
icals, and iron and steel products reflects the concentra- 
tion of much of California’s industry in the Los Angeles 
area. Other important exports from Los Angeles which 
have increased since the war include raw cotton, fish 
products, borax, and fertilizers. 

Edible and inedible vegetable products accounted for 
more than half of the import value of the Los Angeles 
district and 40 to 50 percent of volume in 1938-39, with 
textile fibers and wood and paper products next in im- 
portance. These groups maintained their relative posi- 
tions in the postwar period. 

Individual imports of importance in the Los Angeles 
district’s import trade include coffee, beverages, copra, 
vegetable oils, newsprint, lumber, crude rubber, vege- 
table fibers, and chemicals. 


‘Includes petroleum exports in barrels by all types of carriers. 


s report is compiled on a fiscal 
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Exports Imports—__,_ 

Commodity group 1949 1938 1949 
Animals and animal products, inedible. ........ 0.7 

Trade area 
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